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TEXAS CITY FOREIGN TRADE ZONE CORPORATION

FOREIGN TRADE ZONE NO. 199

This Agreenient is made the /’Z7~h day ofm, 1995, by and among the
City of Texas City (the “City”™), Texas City Foreign Trade Zone Corporation (the
“Grantee”), and PHIBRO ENERGY USA, INC. (the “Subzone User”),

RECITALS

WHEREAS, the City has established the Grantee as part of the City’s Foreign Trade
Zone Economic Development Program established under Local Govemment Code §380.001 (the
“Program™); and

WHEREAS, under the Program, the Grantee has been established to obtain and inaintain
a foreign trade zone grant to promote econcmic development in and around Texas City; and

WHEREAS, the Program allows private businesses to participate in the Program and
receive the benefits of operatng under foreign trade zone procedures through the establishment of
One or more Subzcm-es: under the conditions expressed in the Program; and

WHEREAS, Subzone Us;r desires to participate in the Program, and desires that Grantee
make a.n application for a Subzone at the premiscs of the Subzone User (the “Subzone Property”);
and

WHEREAS,; s a prerequisite to filing an application for a Subzone, the Program requires
the execution of a three party agreement obligating the Subzone User to make tax equivalency
payments; and

« Cr:\ftz\phibrs.rax
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: WHEREAS, the City and the Grantee have determined that establishing a Subzone at the
Subzone Property in accordance with the Program is in the public interest:

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROMISES
EXPRESSED IN THIS AGREEMENT, THE PARTIES AGREE AS FOLLOWS:

L. Subzone Application. Grantee agrees to file a Subzone Application for the
Subzone Property (the “Subzone Application™), subject to Grantee approval of the text of the
actual application.

2. Fees and Expenses. The Subzone User agrees to bear all fees and expenses
incurred in connection with preparation and filing of the Subzone Applicaton. F;ecs and expenses
include, without limitation, application fees to the Department of Commerce, ;nd reimbursement
of outside counsel fees incurred by the Graatee in review and/or processing of the Subzone
Applicaton,

3, Qn}'_&;p_p_nx; The City sgrees to provide a support letter to be inclnded in the
Subzone Application,

4, Conditions to Operations. The Subzone Uscr agrees to abide by all terms and

conditions of the Prbgrsm, and by the rules and regulations of Grantee. Prior to activation, the

* Subzone User will execute a Subzone Operators Agreement with Grantee detailing procedures for

Subzone operation.
5. ax Equivalen
(a) The Subzone User agrees ‘Lhat f;r each calendar year in which the Subzone
Property is activated, the Subzone User will make a Tax Equivalency Payment to
Grantee.
C:\ft2\phibre.tax
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{b)  The Tax Equivalency Payment shall be in an amw‘nt equal o the difference
berween (i) the amount of ad valorem taxes that would have been assessed on
inventory located at the Subzone Propexty if the Subzone designation had not been
in place for the current year, and (ii) the amount of ad valorem taxes actually
assessed for that year on inventory located at the Subzone Property. For purposes
of determining the Tax Equivalency Payment, “taxes that would have been
assessed” includes all ad valorem taxes which would have been assessed on
mventory located at the Subzone Property, regardless of whether or not such
inventory is owned by the Subzone User, by all taxing authorities with jurisdiction
over the Subzone Property, including without limitation, the City, Galveston
County, and applicable school, hospital, and junior college districts. The records
of the Galveston Central Appraisal District used in preparing the tax roll shall be
decmed conclusive in establishing the amount of taxes that would have been
assessed if the Subzone desipnation had not been in place for the current year.

(c) On or 't;cforc October 15 of each year, Grantee shall send ta the Subzone User a
11:: ticé stating the Tax Equivalency Payment required for that calendar year.

(d) The Tax Equiva]em:.:y Payment shall be made from the Subzone User to the
Grantee on or before November 15 of the year in which the payment is due. All
past due amounts shall bea: mtcrcst at the maxirnum rate allowable by law.

(e) Ifthe Suhzcne User does not u.mely make its Tax Equivalency payment, the
Subzone Property shall be subject to deactivation by the Grantee. Prior to

deactivating the Subzane Property, the Grantee shall provide the Subzone User

c:\frx\phibre.cax
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notice of its intent to deactivate and allow the Subzone User ten (10) days from
the date of the notice to pay the past due amount and thereby avaid deactivation.

Deactivation shall not affect the Subzane User’s liability for payment of the Tax

Equivalency Payment.

6.  Miscellancous

{2)  This Agreement shall extend to and be binding upon and jnure to the benefit of the
partiés hereto, and their respective legal Ieprcse:ntatives successors and assigns.

b) All notices, claims, or demards required or pemm-ted 10 be given hereunder shaJl
be band delivered or sent by certified mail, return receipt requested, to the address
of each party listed on the signature Eglg e ;.”-‘_LL.;',_, s o

O {Ecd JIL\.;—;H)!‘ rhenTe R AR AL i

(¢) n the event any action or proceeding is commenced by any party to (i} dctermma

Vi rights, duties os obligations hiereunder, (i) determine a breach hereuf an.d obtain
damages, or (iii) otherwise enforce this Agreement, the prevailing party in such
action or proceeding shalt be entitled toTevnver from the other party or parties all
casts apd expenses;dneluding seasomablerattdifies Tes and costs.

(&) Tlns Agfeement shall be governed by the laws € the State of Texas, and is
ﬁh&é*‘*‘ﬂﬁ‘! L0 gy n;uﬁ-mrn% A ﬂuvmg h;p SRR T i C ot R
pn&fum{ah m Geivesian Qeunty, T E‘sai .

e Ty
190 « ¥H Avie rorth CITY OF ATXAS (YT¥, TEXAS
? » Box 3608 .
‘Lexas Clty, TX 7,392-2608
Attn: City Attorney By
Charles T. Doyle
Its Mayor
Y SR 50 EP I B
id <o
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GRANTEE:

1801 ~ 9th Avenue North

P.O. Box 2608
Texas City, TX 77592-2608
Attn: City Attorney

SUBZONE USER:

PHIBRO ENERGY USA, INC.
Texas City Refinery

Attention: Refinery Manager
F.O0. Box 3429

Texas City, TX 77592-3429

[oF3Y Etz\phihl:m Eax
maf:12/5/9%

INC 713 646 5350 T0 914859487537

GRANTEE:

TEXAS CITY FOREIGN TRADE
ZONE CORFORATION

F.bbs s

Randy Dietel
Its Chairman

SUBZONE USER:

PHIBRO ENERGY USA, INC.

By M U ;/W
LBobvak KT

Its _Lav\an ;2;‘::[:‘ jsmicl% fzcﬁ"’ﬁ
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GEARY, PORTER & DONOVAN @
A PROFESSIONAL CORPORATION M o

ATTORNEYS AND COUNSELORS

DAYID J. KAPLAN ONE BENT TREE TOWER

F6475 DALLAS PARKWAY, SUTTE 500
DIRECT DAL NLMatR ADDISON. TEXNAS 75001 6837
19723 M49-3204
EMail  dxaplan@gpd <om PO BOX 30024

DALLAS, TEXAS 753700248

197219315901
FACSIMILE {972} 931-9208

September 5, 2000

Texas City Independent School District
c/o Mr. Robert Q. Keith

Keith, Weber & Mosty, P.C.

P.O. Box 155

112 N. Nugent

Johnson City, TX 78638

Re: Ho. 97CV0755, Basis Petroleum, Inc. v. Galveston
Central Appraisal District, 56th Judicial District,
Texas (6315-335910}

Dear Mr. Keith:

The purpose of this letter is to propose certain amendments to
the Tax Egquivalency Payment Agreement {'"Agreement") dated December
13, 1995 by and among the City of Texas City {the "City"), Texas
Cicty Foreign Trade Zone Corporation ("TC Corperation"), and Phibro
Fnargy USA, Inc. Valero Refining Company-Texss. 18 the successor
n-interest to Phibrec Energy USA, Inc. under the Agreement
{"Valero"), and the Texas City Independent School District
{"TCISD") is a third-party beneficiary under the Agreement.

f

This letter when executed by the City, TC Corporation, Valero
and TCISD will confirm the amendment of the Agreement by the
addition of a new paragraph 5(f}) thereto, which shall read as
follows:

(1) This paragraph 5(f} shall apply only to the
1997 and 1998 tax years, which tax years when
considered together commenced as of January 1,
1997 and ended as of December 31, 1938 (the
"Relevant Tax Period"};

(2} This paragraph 5(f} shall apply only to the
portion of the Tax Equivalency Payment (the
"Applicable TEP"} relating to the "taxes that
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(3)

(4)

would have been assessed" by Texas City
Independent School District ("TCISD") during
the Relevant Tax Period against the assets
held by Valero Refining Company - Texas (as
successor to Phibro Energy USA, Inc.), as the
Subzone User hereunder, during such Relevant
Tax Period that qualify as "inventory" in
accordance herewith (Collectively, the
"Relevant Inventory");

The parties recognize that the 56th Judicial
District Court of Galveston County, Texas has
ordered that a portion of the appraised values
previously attributed to Account Number
8700-0501-3260-010 of Galveston County
Apprasial District be removed from the
Relevant Tax Period's appraisal rolls of,
among others, TCISD because a portion of the
Relevant Inventory qualifies for exemption
under U.S. federal and Texas state law as
foreign trade zone inventory (the "Exempt
Relevant Inventory");

TCISD agrees to transfer tax payments
previously made by the Subzone User to TCISD
for the Relevant Tax Period with respect to
the Exempt Relevant Inventory under Galveston
County Appraisal District's Account Numbe:
8700-0501-3260-010 to act as a credit against
the Subzone User's payment obligations to
TCISD with respect to the Applicable TEP;

TCISD further agrees to provide Subzone User
with an additional credit against its
Applicable TEP obligations equal to the
incremental amount by which TCISD's
obligations for school finance recapture
payments under the Texas Education Code and
other applicable law are reduced as a result
of the removal of the Exempt Relevant
Inventory values from TCISD's appraisal rolls
for the Relevant Tax Period {(the "Additional
Credit'"), which Additional Credit TCISD shall
be obligated to make only if, when and to the
extent either:
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a) TCISD actually receives a refund in the
form of a check payable to, or a wire transfer
to an account of, TCISD from the State of
Texas in the amount of any such reductions to
TCISD's school finance recapture obligations
for the Relevant Tax Period; or

b) TCISD both

(i) receives written verification
from the State of Texas that it has
granted to TCISD a credit in the
amount of any such reductions to
TCISD's school finance recapture
obligations for the Relevant Tax
Period, which credit the State of
Texas will: thereafter permit to be
applied by TCISD against any amounts
owed by TCISD to the State of Texas;
and

(ii) makes payments to the State of
Texas against which such credit may
be applied by TCISD in accordance
with applicable law;

The parties agree that TCISD's obligation to
provide the Additional Credit required by this
subsection 5(f) (and any actual refunds to the
Subzone User necessitated thereby) shall be
limited to the Relevant Tax Period and made
only if, when and to the extent TCISD receives
any applicable refund and/or makes application
of any relevant credit to TCISD's payments to
the State of Texas, as the case may be, that
is directly caused by the reclassification of
Relevant Inventory as Exempt Relevant
Inventory qualifying for foreign trade zone
treatment under applicable U.S. federal and
Texas gtate law; TCISD shall have no
obligation to «c¢redit the Subzone User's
Applicable TEP obligations with any other
current or future TCISD income or revenues or
other moneys now or hereafter held by or owed
to TCISD, including, without limitation, any
current or future TCISD ad valorem tax
revenues, moneys received by TCISD from the
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U.S5. government or the State of Texas, local
revenues or TCISD's fund balances;

(6} TCISD agrees that it will use its reasonable
best efforts to assist with the prosecution of
any appeal or administrative proceeding
involving, or the filing of any necessary
forms with, the Texas Education Agency, the
Texas Comptroller of Public Accounts or other
applicable agencies for the purpose of seeking
a redetermination of the results of TCISD's
Property Value  Study, as well as a
redetermination of its school finance
recapture obligatioas, for the Relevant Tax
Period with respect to the Exempt Relevant
Inventory;

{7) The Subzone User agrees to indemnify TCISD for
any reasonable costs and expenses, including
attorneys' fees and expenses, incurred by or
charged to TCISD in seeking the
redeterminations provided by this
subsection(f); and

(8) The parties hereto agree that TCISD's
obligation to provide the Additional Credit
against the Subzone User's Applicable TEP
obligations required by this subsection 5(f)
{and any actual refunds to the Subzone User
necessary as a result thereof) shall be made
by TCISD as soon as possible, but in no event
later than thirty (30) business days,
following TCISD's receipt of any applicable
refund from the State of Texas and/or TCISD's
application of any relevant credit to its
payments to the State of Texas, as the case
may be.

Although this Agreement will not be filed with the Court
unless enforcement of its provisions is required, it is intended by
the parties that this document shall constitute a written Agreement
pursuant to Texas Rule of Civil Procedure 11.

This letter agreement may be signed in one or more
counterparts, but all of which when taken together shall constitute
one and the same letter agreement. This letter agreement may not
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be amended except pursuant to a writing signed by the City, TC
Corporation, Valerc and TCISD.

Thank you for your assistance with this matter. Please let me
know if you have any questions.

Very truly yours,

GEARY, PORTER & DONOVAN
A Professional Corporation
T/
David J. Kaplan
Attorney for Valero
Refining Company-Texas

By:

AGREED AS TO FORM AND SUBSTANCE:

Galveston Central Appraisal District

By: Robert Q. Keith, Attorney for
Galveston Central Appraisal District

Date:
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Thank you for your agsistance with this ma:ter, Pleace let ma
know 1f you have any gquestions,

Very truly yours,

GEARY, PORTER & DONQVAN
A Professicnal Zorporation

By:
David J Kaplan
Attoriiey for Valero
Refining Company-Texas

AGREED AS TO FORM AND SUBSTANCE:

Nt & et

Galvesaron Central Appraisal District
By: Robert Q. Keith, Attorney for

Galveston Central Appraisal District
Date: =520
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By: David J. Kaplan, Attorney for

Valero Reflnlng Company-Texas
Date: ? /S

ACKNOWLEDGED AND AGREED TO AS OF AUGUST

Valero Refining Company-Texas,
successor to Phibro Energy USA, Inc.

By b oot Sy
Name : _Iéb‘y (s [\/\A.\ﬂ‘vg—/
Title: Nyt L

Date: Lt fou

City of Texgs jltj Texas

By : SV
Name : y i
Title: MA‘-{c-ﬁ..

Date: - -oc

Texas City Independent &School District

By:

Name : LuPi CArTL

Title: AILSIPAMNT

Date: 11~ 4 - oo

Texas City Foritjaégifif@ﬁggziforporat1on
By:

Name : MM ~v DiaTnt

Title: Jil- - D

Date: (Lahs, prarT

DJK/j1p

, 2000 by and among:
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